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September 7, 2006 

 
 
 
 
 
The Public Employee Retirement Administration Commission has completed an examination of 
the Haverhill Retirement System pursuant to G.L. c. 32, § 21.  The examination covered the 
period from January 1, 2003 to December 31, 2004.  This audit was conducted in accordance 
with the accounting and management standards established by the Public Employee Retirement 
Administration Commission in regulation 840 CMR 25.00.  Additionally, all supplementary 
regulations approved by PERAC and on file at PERAC are listed in this report. 
  
In our opinion, the financial records are being maintained and the management functions are 
being performed in conformity with the standards established by the Public Employee 
Retirement Administration Commission with the exception of those noted in the findings 
presented in this report.  
  
In closing, I acknowledge the work of examiners James Tivnan and Carol Niemira who 
conducted this examination and express appreciation to the Board of Retirement and staff for 
their courtesy and cooperation.  
  

Sincerely,  
  
  
  

Joseph E. Connarton 
Executive Director 
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Haverhill Retirement System 
 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 
 

1.  Membership  
PERAC auditors reviewed membership data and the supplemental schedule that is filed as a part of 
the Annual Statement. It was observed that approximately 39% (600 members) were classified in 
categories other than active members. This indicates that the transfer to the Pension Reserve Fund of 
accumulated total deductions for members who do not qualify for retirement benefits and have been 
inactive for ten years in accordance with G.L. c. 32, § 11(3), is not being completed. Extenuating 
circumstances consist of the closing of the Hale Hospital and the Glynn Convalescent Home. The 
Administrator cites these events as leading to reluctance to close out accounts for members who are 
likely to apply for retirement benefits in the future. 
  
Recommendation: A letter should be sent to newly terminated members informing them of their 
options to obtain a refund of their accumulated deductions or rollover the balance to a qualified 
retirement account. The System should also identify all members with an account balance who do 
not otherwise qualify for a retirement benefit and have been inactive for ten years. The System must 
comply with G.L. c. 32, § 11(3) by transferring these balances to the Pension Reserve Fund on a 
continual basis. 
 
Board Response: 
The finding that 39% of the members were classified other than active was a project that the 
Retirement Office had just begun prior to the PERAC Audit.  This was indeed a huge undertaking 
and, to date, more than one half of the inactive accounts have been either refunded or transferred to 
other systems due to the help of the Internal Revenue Service.  The recommendation by Mr. Tivnan 
that a letter should be sent to newly terminated members has been implemented and this should 
eliminate further non-compliance with G.L. c 32, § 11(3).   
 
2.  Members’ Contributions  
PERAC auditors sampled members’ contributions to determine that the correct rates are being 
withheld, and that the additional 2% deduction is withheld from those members who make over 
$30,000 and were hired after January 1, 1979.  The auditors noted the following: 
 

• Several members employed by the school department were identified who should have been 
subject to the additional 2% deduction from income over $30,000 per year, prorated on a per 
payroll basis, but who were not coded correctly in the payroll (UNIFUND) system.  

 
• The City and school department payroll contains pay codes that may not qualify as regular 

compensation. Both the City and the Retirement System are actively involved in properly 
classifying all pay codes available and used in the payroll system. 

 
Recommendation: The System must comply with G.L. c. 32, § 22(1)(b), and PERAC MEMO 
#43/1999, which discusses the additional 2% deductions. A more extensive review process should be 
considered to ensure compliance with these requirements.  The payroll department should notify the 
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Haverhill Retirement System 
 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued) 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 
Retirement System of all new pay codes to determine whether they qualify as retirement 
compensation. In addition, the System should periodically monitor more comprehensive payroll 
reports for compliance. All persons responsible for processing retirement deductions should continue 
to receive copies of correspondence relating to new regulations and other changes involving 
eligibility and contribution rates. 
 
Board Response: 
Regarding members whose 2% contribution rates were incorrectly coded was due largely to the 
School Department coding their employees on a yearly salary basis.  This process did not take into 
consideration longevity payments, clothing allowances, and ten month employees working the 
summer months, which could in all probability put certain employees over the $30,000.00 salary 
limit. This has been addressed, and a review of payrolls on a quarterly basis, as recommended by 
both PERAC Auditors, is being complied with. 
 
To the extent that some codes did not meet the qualifications of “regular compensation”, the 
retirement staff is working with all payroll personnel to insure no new codes will be assigned prior to 
authorization by the Haverhill Retirement Board.  Copies of all correspondence relating to new 
regulations and other changes involving eligibility and contribution rates have always been, and will 
continue to be, forwarded to the appropriate personnel. 

  
3. Contribution Rates for Group 4 Members 
Police Officers and Firefighters assigned to “reserve” status are required to become members of the 
System. The usual process in other systems is to defer membership until they receive a permanent 
appointment. Then they are allowed to join the system and are given creditable service for the time 
they were on reserve to a maximum of five years pursuant to G.L. c. 32, § 4(2)(b). The System is 
using the date individuals first went on reserve for determining their contribution rates regardless of 
whether they satisfied other membership requirements for the position.  In McIntire v. CRAB, 417 
Mass. 35 (1994) the Supreme Judicial Court held that the date of enrollment in the retirement system 
determines a member’s contribution rate. This is detailed in PERAC MEMO #29/1997. 
  
Recommendation:  The Board must review all requirements for membership in the Haverhill 
Retirement System. Membership requirements must be applied uniformly to all groups. In order to 
legitimize System membership from the time of initial reserve duty, the System must submit 
supplementary membership regulations for approval by PERAC pursuant to G.L. c. 32, § 21(4) and 
840 CMR 14.02. If not submitted and approved, they will not be considered in effect and 
enforceable.  Such regulations must apply retroactively. 
 
Board Response: 
Police Officers and Firefighters assigned to “reserve” status have always been required to become 
members of the Haverhill Retirement System.  The policy has been in place since 1937 when the 
system first began. At that time, most “reserves” worked on a weekly basis as substitute employees 
for vacation or sick time, or when a greater number of personnel were needed.  With all due respect, 
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Haverhill Retirement System 
 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued) 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 
PERAC is incorrect that the Board “must submit supplementary membership regulations for 
approval by PERAC” to make any membership policy “in effect and enforceable.”  M.G.L. c. 32, § 3 
sets forth the membership criteria for contributory retirement systems, and it is generally accepted 
that all permanent, full-time employees are entitled to membership in a retirement system.  With 
respect to less than full-time employment, Section 3(2)(d) states: “In all cases involving part-time, 
provisional, temporary, temporary provisional, seasonal or intermittent employment or service of 
any employee in any governmental unit,…the board shall have and exercise full jurisdiction to 
determine such employees’ eligibility for membership;  Conspicuous by its absence from section 
3(2)(d) is the phrase “under appropriate rules and regulations which shall be subject to the approval 
of the actuary” which appears in various others sections of M.G.L. c. 32.  Moreover, the 
Contributory Retirement Appeal Board has acknowledged in Mary Abbott v. Plymouth Retirement 
Board, CR-99-496 (May 16, 2000), city of Worcester Retirement Board v. Worcester Housing 
Authority, Worcester Superior Court, Civil Action No. 94-1762-B (May 8, 1996), that a retirement 
board need not have a regulation in place to enforce a membership policy.  Therefore, while the 
Board certainly has the discretion to submit a supplemental regulation to PERAC for its approval 
setting forth its membership policy, it is not required to do so.  The Board does ascertain that their 
current membership policy needs to be reconciled so that there is a uniform membership policy that 
is consistently applied to all employees who are seeking membership in the System.  The Board is 
currently in the process of taking steps to amend its membership policy. 
 
4. Warrants 
Expense warrants were reviewed for the two-year audit period. Original warrants are signed by the 
Ex-Officio member and forwarded to the Treasurer for payment.  At regular monthly Board 
meetings, warrants previously paid are circulated and all other Board Members add their signatures.  
This is in violation of G.L. c. 32, § 23(2)(a) which states: “Payments from such funds shall be made 
by him [the Treasurer as custodian of the funds] only upon vouchers signed by two persons 
designated by the board of any such system by a vote….”   
  
Recommendation: The Board should vote to authorize any combination of two or more individuals 
to sign warrants submitted to the Treasurer. In addition to the Ex-Officio member, a second 
individual who works in City Hall could be named, if appropriate, in order to authorize payments in 
a timely manner. 
 
Board Response: 
The findings that expense warrants were being paid with the signature of only one of the Board 
Members has been corrected by authorizing the Assistant Auditor, the Treasurer, and the Assistant 
Treasurer to sign warrants, in the absence of a Board Member, prior to payment, by a motion made 
and voted on by the Haverhill Retirement Board. 
 
5. Pension Fund 
It was noted that the net assets available to pay Haverhill Retirement System benefits expanded by 
more than 21% during the audit period.    However, the ending balance for the Pension Fund as of
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Haverhill Retirement System 
 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued) 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 
December 31, 2003 indicated a non-cash deficit position of $4,306,268.  The Pension Fund deficit 
increased to $13,083,029 by 2004 year-end. This is caused when payment of current benefits 
exceeds appropriations received and 3(8)(c) reimbursements. This result is an accounting deficit 
only, not a cash overdraft.  This situation is easily remedied by a transfer from the Pension Reserve 
Fund.  Such deficits in the Pension Fund are occurring more often as a result of early retirement 
incentive programs.   
 
Recommendation:  An accounting entry will be required to eliminate the negative position of the 
Pension Fund (credit #3296 Pension Fund, debit #3297 Pension Reserve Fund).  The System may 
transfer an approved amount from the Pension Reserve Fund to cover accounting deficiencies in the 
Pension Fund pursuant to G.L. c. 32, § 22(3)(b).  This option is cited on the second page of 
PERAC’s annual appropriation letters.  If these optional transfers had been made in 2003 and 2004, 
the Pension Fund would currently have a positive (credit) balance.  We recommend the System 
transfer an amount necessary to bring the Pension Fund to a positive balance. 
 
Board Response: 
Due to the closing of the Hale Hospital, the Glynn Memorial Nursing Home, and two consecutive 
years of early retirement incentive programs, the Pension Fund indicated a non-cash deficit position 
for the years ended December 31, 2003 and December 31, 2004.  This was an inadvertent oversight 
by the Administrator, and has been remedied by transferring the amount necessary from the Pension 
Reserve Fund.  As recommended by the PERAC Auditor, the necessary transfer will be made yearly 
when the annual appropriation letter is received. 
 
6. Valuation of Investments 
The System’s $3,000,000 investment in First America Asia Fund I, a venture capital pooled fund, is 
valued by Fund management at $2,420,522.56 as of December 31, 2004. As a result of subsequent 
correspondence and other communication with the Fund’s managers, significant concerns have 
arisen concerning the management and current value of the investment.  These concerns include, but 
are not limited to, the following: 
 
• The primary United States based auditor has resigned and requested they be removed from all 

circulating documents pertaining to this entity. 
• The most recent audit completed by a China based audit firm has not been made available.  
• Certain provisions of the partnership agreement have not been applied. 
• The original term of the partnership agreement had expired and has since been renewed.  
• There are indications that Fund managers are declaring the current value at “book” value rather 

than “fair market” value. 
• Legal counsel has been retained by the Limited Partners’ Advisory Committee.  
 
Generally accepted accounting principles dictate that losses be recognized as soon as they are 
apparent. Recovery of the System’s investment appears to be questionable and increasingly doubtful.
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Haverhill Retirement System 
 

EXPLANATION OF FINDINGS AND RECOMMENDATIONS (Continued) 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 
The System has had, since inception, and continues to have, active representation on the Limited 
Partners’ Advisory Committee by now-former Board Member Vaughn Guertin.  In addition, the 
System has access to its own legal counsel on this matter. 
 
Recommendation: In accordance with PERAC Regulation 840 CMR 16.07 (3), the System must 
attempt, through the Advisory Committee and legal counsel, to satisfy its concerns about 
management of this Fund. It should also enforce the Partnership Agreement and attempt to 
determine a fair market value for this fund.   The Advisory Committee and the System should 
continue to review the investment and, should it become necessary, pursue all available legal 
remedies within the terms of its agreement with Cutler Asia, LLC. 
 
Board Response: 
The Board shares PERAC’s concerns with respect to its investment with the First America Asia 
Fund I and, as noted, the Board has maintained active representation on the Advisory Committee 
with former Board Member Vaughn Guertin.  The Board, through its representative on the Advisory 
Committee, is currently exploring all of its options and strategies with respect to this particular 
investment, and is aware of its responsibility to recognize any loss once it has become apparent.  The 
board will continue to actively monitor this investment and, when or if it becomes apparent that this 
investment will result in a loss, said loss will be disclosed and recognized according to accepted 
accounting principles.  
 
Final Determination 
PERAC auditors will follow-up in six (6) months to ensure that appropriate actions have been 
taken regarding all audit findings. 
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Haverhill Retirement System 
 

STATEMENT OF LEDGER ASSETS AND LIABILITIES 
 

FOR THE TWO YEAR PERIOD BEGINNING JANUARY 1, 2003 
AND ENDING DECEMBER 31, 2004  

 
 
 

 
 

ASSETS 2004 2003
Cash $3,506,282 $1,422,157
Short Term Investments 0 0
Fixed Income Securities 22,412,324 30,039,489
Equities 69,517,873 69,562,477
Pooled Short Term Funds 0 79,931
Pooled Domestic Equity Funds 0 0
Pooled International Equity Funds 26,026,487 25,358,012
Pooled Global Equity Funds 0 0
Pooled Domestic Fixed Income Funds 10,515,283 0
Pooled International Fixed Income Funds 0 0
Pooled Global Fixed Income Funds 0 0
Pooled Alternative Investment Funds 5,544,756 4,988,466
Pooled Real Estate Funds 13,091,444 12,365,922
Interest Due and Accrued 357,995 449,978
Accounts Receivable 16,198 301,058
Accounts Payable (20,944) (652,013)

TOTAL $150,967,699 $143,915,478
FUND BALANCES

Annuity Savings Fund $29,876,711 $28,782,461
Annuity Reserve Fund 25,320,626 26,071,978
Pension  Fund (13,083,029) (4,306,268)
Military Service Fund 3,298 3,282
Expense Fund 0 0
Pension Reserve Fund 108,850,093 93,364,025

TOTAL $150,967,699 $143,915,478

FOR THE PERIOD ENDING DECEMBER 31,
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Haverhill Retirement System 
 

STATEMENT OF CHANGES IN FUND BALANCES 
 

FOR THE TWO YEAR PERIOD BEGINNING JANUARY 1, 2003 
AND ENDING DECEMBER 31, 2004  

 
 
 
 

 

 

Annuity 
Savings 
Fund

Annuity 
Reserve 

Fund
Pension 

Fund

Military 
Service 
Fund

Expense 
Fund

Pension 
Reserve 

Fund

Total 
All 

Funds

Beginning Balance (2003) $30,838,542 $23,528,820 $4,353,780 $3,249 $0 $65,173,729 $123,898,121

Receipts 3,436,401 689,499 6,835,385 32 1,436,381 28,186,194 40,583,892

Interfund Transfers (4,403,134) 4,399,032 0 0 0 4,102 (0)
Disbursements (1,089,347) (2,545,374) (15,495,433) 0 (1,436,381) 0 (20,566,535)

Ending Balance (2004) 28,782,461 26,071,978 (4,306,268) 3,282 0 93,364,025 143,915,478

Receipts 3,164,270 753,943 7,928,139 16 1,520,931 15,486,068 28,853,367

Interfund Transfers (1,273,643) 1,273,643 0 0 0 0 0
Disbursements (796,378) (2,778,938) (16,704,900) 0 (1,520,931) 0 (21,801,147)

Ending Balance (2004) $29,876,711 $25,320,626 ($13,083,029) $3,298 $0 $108,850,093 $150,967,699
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Haverhill Retirement System 
 

STATEMENT OF INCOME 
 

FOR THE TWO YEAR PERIOD BEGINNING JANUARY 1, 2003 
AND ENDING DECEMBER 31, 2004  

 
 

 
 
 
 
 
 
 
 
 
 

FOR THE PERIOD ENDING DECEMBER 31,
2004 2003

Annuity Savings Fund:
Members Deductions $2,699,835 $2,780,572
Transfers from other Systems 238,464 217,088
Member Make Up Payments and Redeposits 58,222 143,875
Investment Income Credited to Member Accounts 167,748 294,866

Sub Total 3,164,270 3,436,401
Annuity Reserve Fund:
Investment Income Credited Annuity Reserve Fund 753,943 689,499

Pension Fund:
3 (8) (c) Reimbursements from Other Systems 179,675 172,350
Received from Commonwealth for COLA and Survivor 
Benefits 640,257 119,692
Pension Fund Appropriation 7,108,207 6,543,344

Sub Total 7,928,139 6,835,385
Military Service Fund:
Contribution Received from Municipality on Account 
of  Military Service 0 0
Investment Income Credited Military Service Fund 16 32

Sub Total 16 32
Expense Fund:
Expense Fund Appropriation 0 0
Investment Income Credited to Expense Fund 1,520,931 1,436,381

Sub Total 1,520,931 1,436,381

Pension Reserve Fund:
Federal Grant Reimbursement 40,282 41,296
Pension Reserve Appropriation 5,809 0
Interest Not Refunded 12,776 9,951
Excess Investment Income 15,427,201 28,134,947

Sub Total 15,486,068 28,186,194

TOTAL RECEIPTS $28,853,367 $40,583,892
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Haverhill Retirement System 
 

STATEMENT OF DISBURSEMENTS 
 

FOR THE TWO YEAR PERIOD BEGINNING JANUARY 1, 2003 
AND ENDING DECEMBER 31, 2004  

 
 
 
 

 
 

Annuity Savings Fund: 2004 2003
Refunds to Members $562,364 $801,001
Transfers to other Systems 234,014 288,346

Sub Total 796,378 1,089,347
Annuity Reserve Fund:

Annuities Paid 2,716,701 2,483,878
Option B Refunds 62,237 61,495

Sub Total 2,778,938 2,545,374
Pension Fund:

Pensions Paid
     Regular Pension Payments 13,045,716 11,542,672
     Survivorship Payments 242,093 467,442
     Ordinary Disability Payments 204,522 216,225
     Accidental Disability Payments 2,427,752 2,374,025
     Accidental Death Payments 440,065 332,418
     Section 101 Benefits 71,629 68,423
3 (8) (c) Reimbursements to Other Systems 104,913 325,892
State Reimbursable COLA’s Paid 152,411 152,469
Chapter 389 Beneficiary Increase Paid 15,800 15,868

Sub Total 16,704,900 15,495,433
Military Service Fund:

Return to Municipality for Members Who 
Withdrew Their Funds 0 0

Expense Fund:
Board Member Stipend 15,250 13,750
Salaries 184,154 156,938
Legal Expenses 13,872 22,123
Medical Expenses 0 0
Travel Expenses 1,241 10,640
Administrative Expenses 115,956 100,254
Furniture and Equipment 4,536 1,255
Management Fees 959,509 905,561
Custodial Fees 133,406 118,017
Consultant Fees 93,006 107,844

Sub Total 1,520,931 1,436,381

TOTAL DISBURSEMENTS $21,801,147 $20,566,535

FOR THE PERIOD ENDING DECEMBER 31,
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Haverhill Retirement System 

 
INVESTMENT INCOME 

 
FOR THE TWO YEAR PERIOD BEGINNING JANUARY 1, 2003 

AND ENDING DECEMBER 31, 2004  
 
 
 

 
 
 

 
 

2004 2003
Investment Income Received From:

Cash $48,903 $35,248
Short Term Investments 0 3,354
Fixed Income 1,458,600 1,944,425
Equities 742,899 583,019
Pooled or Mutual Funds 899,927 516,642
Commission Recapture 23,407 29,702

TOTAL INVESTMENT INCOME 3,173,737 3,112,390
Plus:

Realized Gains 7,134,029 5,856,993
Unrealized Gains 17,224,232 26,954,687
Interest Due and Accrued on Fixed Income Securities - 
Current Year 357,995 449,978

Sub Total 24,716,256 33,261,658
Less:

Paid Accrued Interest on Fixed Income Securities (118,026) (267,116)
Realized Loss (6,541,028) (3,090,013)
Unrealized Loss (2,911,121) (2,010,519)
Interest Due and Accrued on Fixed Income Securities - 
Prior Year (449,978) (450,674)

Sub Total (10,020,154) (5,818,322)

NET INVESTMENT INCOME 17,869,840 30,555,726
Income Required:

Annuity Savings Fund 167,748 294,866
Annuity Reserve Fund 753,943 689,499
Military Service Fund 16 32
Expense Fund 1,520,931 1,436,381

TOTAL INCOME REQUIRED 2,442,639 2,420,779

Net Investment Income 17,869,840 30,555,726
Less:  Total Income Required 2,442,639 2,420,779

           EXCESS INCOME TO THE PENSION 
RESERVE FUND $15,427,201 $28,134,947

FOR THE PERIOD ENDING DECEMBER 31,
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Haverhill Retirement System 
 

STATEMENT OF ALLOCATION OF INVESTMENTS OWNED 
(percentages by category) 

 

FOR THE  PERIOD ENDING DECEMBER 31, 2004 
 
 
 

 
 
 
 

 
For the year ending December 31, 2004, the rate of return for the investments of the Haverhill 
Retirement System was 12.35%. For the five-year period ending December 31, 2004, the rate of return 
for the investments of the Haverhill Retirement System averaged 7.38%.  For the twenty-year period 
ending December 31, 2004, since PERAC began evaluating the returns of the retirement systems, the 
rate of return of the investments of the Haverhill Retirement System was 11.88%. 

 
 
 

MARKET 
VALUE

PERCENTAGE OF 
TOTAL ASSETS

PERCENTAGE 
ALLOWED

Cash $3,506,282 2.33% 100
Short Term 0 0.00% 100
Fixed Income 22,412,324 14.88% 40 - 80
Equities 69,517,873 46.16% 40
Pooled Domestic Equity Funds 0 0.00%
Pooled International Equity Funds 26,026,487 17.28%
Pooled Domestic Fixed Income Funds 10,515,283 6.98%
Pooled International Fixed Income Funds 0 0.00%
Pooled Alternative Investment Funds 5,544,756 3.68%
Pooled Real Estate Funds 13,091,444 8.69%
PRIT Core Fund 0 0.00% 100

GRAND TOTALS $150,614,449 100.00%
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Haverhill Retirement System 
 

SUPPLEMENTARY INVESTMENT REGULATIONS 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 

The Haverhill Retirement System has submitted the following supplementary investment regulations, 
which were approved by PERAC on: 
 
November 10, 2005  
16.08  
The Haverhill Retirement Board is authorized to invest in the RhumbLine S&P Mid Growth Index 
on a temporary basis. The Board will be conducting a competitive search process for a permanent 
manager to replace Forstmann Leff, which it has voted to terminate on the basis of both performance 
issues and organizational concerns.  The RhumbLine fund was selected on the basis of low cost and 
other factors. This authorization will extend through February 28, 2006. 
 
October 17, 2002  
16.08  
In accordance with PERAC Investment Guideline 99-3, the Haverhill Retirement Board is authorized 
to sell its remaining position in North Bridge Venture Partners II (NBVPII) back to the General 
Partner and to reinvest the proceeds in North Bridge Venture Partners V. This transaction is intended 
to benefit the Limited Partners by closing the books on NBVPII, eliminating risks due to possible 
dilution and market uncertainty. It would benefit the General Partner by creating a consolidated, 
more efficient administrative structure. 
 
September 17, 2002  
16.08  
In accordance with Investment Guideline 99-2, the Haverhill Retirement Board is authorized to 
modify its existing small cap growth mandate with Deutsche Asset Management to also include, 
through a separate commingled fund, mid cap growth. This authorization extends through December 
31, 2002, and is intended to allow the Board to complete a rebalancing of its portfolio while its 
existing mid cap growth manager is on performance probation. Deutsche Asset Management’s mid 
cap growth investment team is the same as for the existing small cap growth account.  
 
March 26, 2001  
21.01  
In accordance with PERAC Guideline 99-1, the Haverhill Retirement System authorizes Fisher 
Investments, its small cap value manager, to utilize options up to 7% of its portfolio value. As 
specified in the Guideline, the manager’s use of options is solely for the purpose of limiting the 
account’s exposure to the equity market’s volatility. The Board believes that the use of options as a 
management tool is preferable to having the manager sell stocks outright from its portfolio. 
 
January 31, 2000  
16.02  
The Haverhill Retirement Board hereby adopts the terms of the declaration of trust establishing the 
Institutional Retirement Trust, a Collective Trust of Institutional Trust Company for Participating 
Pension and  Profit  Sharing Trusts,  collective trust  fund sponsored by  INVESCO  
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Haverhill Retirement System 
 

SUPPLEMENTARY INVESTMENT REGULATIONS (Continued) 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
 
 
 

Trust Company, as such declaration of trust is amended from time to time, and agrees that the terms 
of the declaration of trust, as amended, shall be incorporated into and made part of the retirement 
plan as administered by the Haverhill Retirement Board. The sole purpose of this special regulation 
is to satisfy the requirement of the Internal Revenue Service Revenue Ruling 81-100 that each plan 
that invests in a collective trust established under Revenue Ruling 81-100 incorporate the terms of 
the collective trust, and this special regulation shall be construed accordingly. 
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Haverhill Retirement System 
 

NOTES TO FINANCIAL STATEMENTS 
 

FOR THE TWO YEAR PERIOD ENDING DECEMBER 31, 2004 
  

NOTE 1 - THE SYSTEM  
  

The plan is a contributory defined benefit plan covering all Haverhill Retirement System member 
unit employees deemed eligible by the retirement board, with the exception of school department 
employees who serve in a teaching capacity.  The Teachers’ Retirement Board administers the 
pensions of such school employees.  
  
Instituted in 1937, the System is a member of the Massachusetts Contributory Retirement System 
and is governed by Chapter 32 of the Massachusetts General Laws.  Membership in the plan is 
mandatory immediately upon the commencement of employment for all permanent, full-time 
employees.   
  
The system provides for retirement allowance benefits up to a maximum of 80% of a member's 
highest three year average annual rate of regular compensation.  Benefit payments are based upon a 
member’s age, length of creditable service, level of compensation, and group classification.    
  
Members become vested after ten years of creditable service.  A superannuation retirement 
allowance may be received upon the completion of twenty years of service or upon reaching the age 
of 55 with ten years of service.  Normal retirement for most employees occurs at age 65 (for certain 
hazardous duty and public safety positions, normal retirement is at age 55).  
  
A retirement allowance consists of two parts: an annuity and a pension.  A member's accumulated 
total deductions and a portion of the interest they generate constitute the annuity.  The differential 
between the total retirement benefit and the annuity is the pension.  The average retirement benefit 
is approximately 75 - 85% pension and 15 - 25% annuity.    
  
Active members contribute either 5, 7, 8, or 9% of their gross regular compensation.  Members 
joining the retirement system after January 1, 1979 must contribute an additional 2% on regular 
compensation earned at a rate in excess of $30,000.  The percentage rate is keyed to the date upon 
which an employee's membership commences.  These deductions are deposited in the Annuity 
Savings Fund and earn interest at a rate determined by the Executive Director of PERAC according 
to statute.  When a member's retirement becomes effective, his/her deductions and related interest 
are transferred to the Annuity Reserve Fund.  Any cost-of-living adjustment granted between 1981 
and 1997 and any increase in other benefits imposed by state law during that period are borne by the 
state.  
  
The pension portion of any retirement benefit is paid from the Pension Fund of the System.  The 
governmental unit employing the member must annually appropriate and contribute the amount of 
current year pension payments as indicated on the most recent funding schedule as approved by 
PERAC's Actuary.   Until recently, retirement systems were paying only the actual retirement  
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benefits that were due each year.  Systems had no statutory authorization to put aside any money for 
the future benefits of employees who are now working.  Large unfunded liabilities resulted from 
operating upon this pay-as-you-go basis.  In 1977, legislation authorized local governments to 
appropriate funds to meet future pension obligations. 

  
In 1983, additional legislation was passed requiring the transfer of investment earnings (in excess of 
the amount credited to member accounts) into the Pension Reserve Fund.  These initiatives have 
significantly reduced the rate of growth of the retirement systems' unfunded liabilities, and in some 
systems have actually eliminated such liability.  
  
Administrative expenses are funded through investment income of the system.  
  
Members who become permanently and totally disabled for further duty may be eligible to receive a 
disability retirement allowance.  The amount of benefits to be received in such cases is dependent 
upon several factors including: whether or not the disability is work related, the member’s age, 
years of creditable service, level of compensation, veteran’s status, and group classification.    
  
Employees who resign from service and who are not eligible to receive a retirement allowance or 
are under the age of 55 are entitled to request a refund of their accumulated total deductions.  In 
addition, depending upon the number of years of creditable service, such employees are entitled to 
receive either zero (0%) percent, fifty (50%) percent, or one hundred (100%) percent of the regular 
interest which has accrued upon those deductions.  Survivor benefits are extended to eligible 
beneficiaries of members  whose death occurs prior to or following retirement.  
  

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES  
  
The accounting records of the System are maintained on a calendar year basis in accordance with 
the standards and procedures established by the Executive Director of Public Employee Retirement 
Administration Commission.  
  
The Annuity Savings Fund is the fund in which members' contributions are deposited.  Active 
members contribute either 5, 7, 8, or 9% of their gross regular compensation.  Voluntary 
contributions, re-deposits, and transfers to and from other systems, are also accounted for in this 
fund.  Members’ contributions to the fund earn interest at a rate determined by PERAC.  Interest for 
some members who withdraw with less than ten years of service is transferred to the Pension 
Reserve Fund.  Upon retirement,  members’ contributions and interest are transferred to the Annuity 
Reserve Fund.  Dormant account balances must be transferred to the Pension Reserve Fund after a 
period of ten years of inactivity.  
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The Annuity Reserve Fund is the fund to which a member’s account is transferred upon retirement 
from the Annuity Savings Fund and Special Military Service Credit Fund.  The annuity portion of 
the retirement allowance is paid from this fund.  Interest is credited monthly to this fund at the rate 
of 3% annually on the previous month's balance. 
 
The Special Military Service Credit Fund contains contributions and interest for members while on 
a military leave for service in the Armed Forces who will receive creditable service for the period of 
that leave.   
 
The Expense Fund contains amounts transferred from investment income for the purposes of 
administering the retirement system. 
 
The Pension Fund contains the amounts appropriated by the governmental units as established by 
PERAC to pay the pension portion of each retirement allowance. 
 
The Pension Reserve Fund contains amounts appropriated by the governmental units for the 
purposes of funding future retirement benefits.  Any profit or loss realized on the sale or maturity of 
any investment or on the unrealized gain of a market valued investment as of the valuation date is 
credited to the Pension Reserve Fund. Additionally, any investment income in excess of the amount 
required to credit interest to the Annuity Savings Fund, Annuity Reserve Fund, and Special Military 
Service Credit Fund is credited to this Reserve account. 
 
The Investment Income Account is credited with all income derived from interest and dividends of 
invested funds.  At year-end the interest credited to the Annuity Savings Fund, Annuity Reserve 
Fund, Expense Fund, and Special Military Service Credit Fund is distributed from this account and 
the remaining balance is transferred to the Pension Reserve Fund. 
 

NOTE 3 - SUPPLEMENTARY  MEMBERSHIP REGULATIONS 
 
The Haverhill Retirement System submitted the following supplementary membership regulations, 
which were approved by PERAC on:  
 
July 5, 2005 
Privacy of Members, Retirees, Beneficiaries, and Survivors 
The Haverhill Retirement Board has determined that it is necessary, and in the best interest of its 
active and retired members, beneficiaries and survivors, to grant access to the name, address, 
telephone numbers and/or social security numbers of these individuals for the sole and limited 
purposes of assisting in the proper administration of M.G.L. c. 32 and 32B, and the issuance of 
monthly benefit checks. 
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The Board recognizes the need to protect the privacy of its active and retired members, beneficiaries 
and survivors, and to that end will only allow access to personal information to the City of 
Haverhill’s Treasurer’s Department, Human Resources Department, Data Processing Department, 
Benefits Coordinator and School Department. 
 
The Board will also grant access [for the purpose of mailings] but will not allow the release of the 
names and addresses of its active and retired members to candidates who are seeking an elected seat 
on the board. The following procedure must be undertaken for access to be granted. 
 
1. All information must be in sealed pre-stamped envelopes or on pre-paid post cards; 
2. Information must be supplied to the Staff at least one week prior to mailing; and 
3. Address labels will be generated and affixed by the Retirement Board Staff with a cost to the 
candidate for the labels and one hour of office time at the lowest office rate. 
 
All information will be mailed by the Haverhill Retirement Office Staff. All other requests for the 
addresses or other personal information of the active and retired members, beneficiaries and 
survivors will be evaluated on a case-by-case basis, and this supplemental regulation may be 
amended, from time to time, subject to PERAC’s approval, to address the needs of the members, 
beneficiaries and survivors and the City of Haverhill. 
 
April 24, 2002 
Creditable Service 
Any current member of the Haverhill Retirement System who contacted the Board and attempted to 
make application for the purchase of creditable service pursuant to the terms and conditions of 
Chapter 71 of the Acts of 1996, as amended by Chapter 188 of the Acts of 1996, and who otherwise 
failed to go forward in such application process because the Board was only considering a lump-
sum payment within 180 days of the effective date of the legislation or notice of eligibility, may pay 
into the annuity savings fund of the Haverhill Retirement System the appropriate make-up payment. 
Such payment may be in installments at an interest rate to be determined by the Board provided that 
such installments are completed before the member's effective date of retirement. Interest will 
commence 180 days after the effective date of the legislation or notice of eligibility.   In support 
thereof, the member must submit an affidavit attesting to reason or reasons why the member failed 
to complete the process. The Board reserves the right to reject the application after a hearing to 
which the applicant shall receive notice to attend. 
 
July 2, 2001 
Veteran’s Buyback  
All members entitled to the Veteran's Buyback, must make application within the one hundred-
eighty (180) days as required under Chapter 71 of the Acts of 1996. They shall then have the option 
of paying for this creditable service at any time, up to their date of retirement, in one lump sum 
payment. 
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August 19, 2002 
Travel Regulations 
The System has adopted Supplemental Travel Regulations under the provisions of G.L. c. 7, § 50 
and G.L. c. 32, § 21(4).  (Regulation available upon written request.) 
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NOTE 4 - ADMINISTRATION OF THE SYSTEM  
  
The System is administered by a five person Board of Retirement consisting of the City Auditor 
who shall be a member ex officio, a second member appointed by the governing authority, a third 
and fourth member who shall be elected by the members in or retired from the service of such 
system, and a fifth member appointed by the other four board members.  
  

Ex officio Member:     Charles Benevento   

Appointed Member:    Donald Shea  Term Expires:      4/20/07 
    
Elected Member:    William Klueber  Term Expires:      12/12/07 
    
Elected Member:    Vaughn Guertin, Chairman  Term Expires:      7/1/05 
     
Appointed Member:    James Cleary, III  Term Expires:      1/29/06 
    

  
The Board members are required to meet at least once a month.  The Board must keep a record of 
all of its proceedings.  The Board must annually submit to the appropriate authority an estimate of 
the expenses of administration and cost of operation of the system.  The board must annually file a 
financial statement of condition for the system with the Executive Director of PERAC.  
  
The investment of the system’s funds is the responsibility of the Board.  All retirement allowances 
must be approved by the Retirement Board.  All expenses incurred by the System must be approved 
by at least two members of the Board.  
  
The following retirement board members and employees are bonded by an authorized agent 
representing a company licensed to do business in Massachusetts as follows:  
 

Treasurer - Custodian: $50,000,000 Fiduciary Liability and 
Ex officio Member: $1,000,000 Fidelity Bond through 
Elected Member: MACRS;   $1,000,000 excess   
Appointed Member: Fiduciary Liability through National  
Staff Employee: Union Fire Insurance Co.  
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NOTE 5 - ACTUARIAL VALUATION AND ASSUMPTIONS  
 

The most recent actuarial valuation of the System was prepared by the The Segal Group as of 
January 1, 2004.  

 

 
The normal cost for employees on that date was   8.53% of payroll 
The normal cost for the employer was    6.74% of payroll 

 
The principal actuarial assumptions used in the valuation are as follows:  

  
Investment Return: 8.50% per annum 
Rate of Salary Increase: 5.50% per annum 

 
GASB STATEMENT NO. 25,  DISCLOSURE INFORMATION 

AS OF JANUARY 1, 2004 
 

 
  

The actuarial liability for active members was $62,999,115
The actuarial liability for inactive members was 5,098,063
The actuarial liability for retired members was 174,090,739
The total actuarial liability was  242,187,917
System assets as of that date were  149,981,686
The unfunded actuarial liability was $92,206,231

The ratio of system’s assets to total actuarial liability was 61.9%
As of that date the total covered employee payroll was $32,030,938

Actuarial 
Valuation

Date

Actuarial
Value of
Assets
( a )

Actuarial
Accrued
Liability

( b )

Unfunded
AAL

(UAAL)
( b-a )

Funded
Ratio
( a/b )

Covered
Payroll

( c )

UAAL as a
% of

Cov. Payroll
( (b-a)/c )

1/1/2004 $149,981,686 $242,187,917 $92,206,231 61.9% $32,030,938 287.9%
1/1/2003 148,677,744 233,743,425 85,065,681 63.6% 39,066,392 217.7%
1/1/2002 160,890,365 222,348,347 61,457,982 72.4% 37,384,107 164.4%
1/1/2001 156,688,800 210,219,900 53,531,100 74.5% 55,875,300 95.8%
1/1/2000 144,484,800 195,312,800 50,828,000 74.0% 53,469,200 95.1%
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NOTE 6 - MEMBERSHIP EXHIBIT 
 
 
 

 
*detail not available 

Retirement in Past Years 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Superannuation 33 41 38 33 18 41 178 86 80 23

Ordinary Disability 0 1 1 1 1 1 2 0 1 1

Accidental Disability 6 5 5 3 0 0 3 3 1 1

Total Retirements 39 47 44 37 19 42 183 89 82 25

Total Retirees, Beneficiaries and 
Survivors 931 947 962 998 997 1,031 1,053 1,198 1,146 1,193

 

Total Active Members 1,511 1,516 1,540 1,692 1,630 1,795 1,354 1,251 987 1,025

Pension Payments
Superannuation $4,774,943 $5,031,223 $5,711,583 $8,547,040 $6,170,662 $6,601,591 $7,746,492 $10,684,152 $11,542,672 $13,045,716

Survivor/Beneficiary Payments 303,343 312,010 317,380 * 315,613 342,047 395,732 385,126 467,442 242,093

Ordinary Disability 197,647 195,304 202,362 * 188,464 208,485 213,566 200,807 216,225 204,522

Accidental Disability 1,449,920 1,562,710 1,689,274 * 1,896,921 1,832,473 2,029,026 2,308,890 2,374,025 2,427,752
Other 570,265 591,719 597,261 * 457,831 472,517 477,208 450,851 400,841 511,694

Total Payments for Year $7,296,118 $7,692,966 $8,517,860 $8,547,040 $9,029,491 $9,457,113 $10,862,024 $14,029,826 $15,001,205 $16,431,776



PERAC 
Five Middlesex Avenue | Third Floor 
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